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TAX FORUM
DOROTHEA WATSON, CPA

Recent developments worthy of notice con
cerning excludable sick pay under Code Sec
tion 105 (d) include two Tax Court decisions
and a revenue ruling.
In Harry and Edith Cohen v. Commissioner,
41TC NO. 20, the taxpayer, a New York City
public school teacher, who was hospitalized on
April 14, 1959 for an operation and returned to
work January 3, 1960, immediately after the
Christmas vacation, contended her entire sal
ary for the period from April 14 to December
31, 1959, subject to the $100 per week limita
tion, was excludable as sick pay under Sec.
105 (d). Taxpayer was paid a salary on an
annual basis, one check for each of the twelve
months. The judge in his opinion refers to the
by-laws of the board of education which al
lows ten days sick leave a year to be accumu
lated up to 200 days if unused. The by-laws
also provided for paid vacations for the interval
between June 30 and the second Monday in
September and the interval between Christmas
and January 1. The taxpayer was not charged
with sick leave for any days during the sum
mer and Christmas vacation periods. The
judge states, “It seems clear, therefore, that
under the board of education plan, payments
received for these vacation periods in reality
constituted vacation pay and not ‘sick pay’.”
Revenue Ruling 63-219 interprets the regu
lations for Section 105 (d) and concludes “that
the phrase ‘period when the employee would
have been at work but for such personal in
jury or sickness’ may be interpreted in the
holiday situation to mean ‘continuous period
of time at the start and finish of which the
employee would have been at work but for
such personal injury or sickness.’
Accordingly, it is held that an employee will
be allowed to exclude from his gross income,
to the extent provided in Section 105 (d) of
the Code, the wages or payments in lieu of
wages received for a (nonworking) legal holi
day if the employee is in fact absent from work
on account of personal injuries or sickness on
the normal working day immediately preceding
the legal holiday and continues to be so absent
on the normal working day following the legal
holiday.”
Revenue Ruling 63-219 modifies Revenue
Ruling 58-371 by removing the implication in
the 1958 ruling that the exclusion provided
by section 105 (d) of the Code will not, under
any circumstances, be applied to wages or
payments in lieu of wages received by an
employee for a legal holiday which is neither
a normal working day for the employee nor
a day on which he is required to hold himself
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available for a call to work.
In John C. and Mary Lang v. Commissioner,
41TC, No. 38, the question to be decided was
whether or not a plan existed which would
qualify the payments received by the taxpayer
during his illness for exclusion as provided by
Section 105 (d) of the Code. The taxpayer
suffered a heart attack on September 9, 1960,
while employed as a sales manager for a large
machinery company and he received from the
company during his illness an amount equal
to his normal salary. This was in keeping with
the general practice of the company to continue
the pay of a salaried employee during the pe
riod he was absent from work as a result of
sickness. However, the company was under no
obligation to make such payments, there was
no established procedure for making them,
and the employees were not notified specifically
of the practice. The Tax Court upheld the
Commissioner’s determination that the tax
payer was not entitled to exclude any amount
received from the company while he was ab
sent from work due to sickness.
Only payments received by the employee
through accident or health insurance or under
an accident or health plan qualify as wage
continuation payments which may be excluded
as sick pay. Under Reg. 1.105-5, unless the
employee’s right to the wage continuation pay
ment is enforceable, an amount will be con
sidered to be received under a plan only if
the employee was covered, on the date he
became sick or was injured, by a plan provid
ing for payment of amounts to the employee
in the event of sickness or injury, and notice
or knowledge of the plan was reasonably avail
able to the employee.
Many organizations which are exempt from
Federal income tax and have no employees will
still find it necessary to obtain identification
numbers. These organizations may be school
clubs or class groups, Sunday School classes, or
numerous other organizations. The Internal
Revenue Service sets forth its guidelines in
regard to the use of identifying numbers by
organizations exempt from Federal income tax
in Revenue Ruling 63-247. This ruling says in
part “. . . Section 6042 of the Code provides,
in general, for the filing of information returns
by every person who makes payments of
dividends aggregating $10 or more to any other
person during any calendar year. Section 6049
of the Code contains similar provisions with
respect to the reporting of interest payments.
(Continued to page 15)

In This Issue
Dr. Helene Ramanauskas, M.A. and M.B.A.,
as well as CPA, is Associate Professor of Ac
counting, De Paul University, Chicago, Illinois,
and a frequent contributor to this publication.
In “Widening Horizons” she discusses “the
challenges our profession has to face at present
through the scientific management movement
and the breakthrough of electronic data proc
essing.” Dr. Ramanauskas has suggested that
“Widening Horizons” may set the stage for
several follow-up articles such as “Accounting
for Management,” “The Total System Ap
proach,” or “Mathematics, a New Tool of
Accounting.” Perhaps some of our other read
ers will join Dr. Ramanauskas in preparing
some of these eagerly awaited future articles.
“Widening Horizons” is the sixth manuscript
written by Dr. Ramanauskas and published by
THE WOMAN CPA since June 1960.
Mary Louise Bruneau, author of “The Role
of the Certified Public Accountant in the Fi
duciary Field,” succeeded her father as head
of the accounting firm of Armand L. Bruneau
Company. She holds a B.A. degree from Hood
College and an M.B.A. from New York Uni
versity. She is presently on the Estate Plan
ning Committee of the New York State So
ciety of CPAs and has served on its Fiduciary
Committee.
Ouida D. Albright, CPA, of Ft. Worth,
Texas, is Secretary-Treasurer of Standard
Paving Company in that city. Miss Albright has
been an active member of AWSCPA and
ASWA for a number of years and is a member
of AICPA, as well as of her State CPA society.
“The Effective Use of Your Time” is based
on a paper presented by her at the 1963 joint
annual AWSCPA-ASWA meeting in Minneap
olis.

Tax Forum (continued)
It thus becomes necessary for the payers of
dividends or interest aggregating $10 or more
to any person during the calendar year to
obtain identifying numbers from the payees
and to include those numbers in their infor
mation returns, Form 1099, U. S. Information
Return for Calendar Year . . . , and transmittal
Form 1096, U. S. Annual Information Return.
“Accordingly, it is further held that, under
Sections 6042 and 6049 of the Code, any
organization, including those which are exempt
from Federal income tax, or any affiliated
separate entity thereof, which has its own
name on the books of the payer from which
it receives dividends or interest of $10 or more
during a calendar year, is required to obtain
its own identifying number. For example, if
a bank has an account on its books in the name
of ‘The Ladies’ Auxiliary of X organization,’
the Ladies’ Auxiliary should obtain an identify
ing number to furnish to the bank with respect
to interest payments and should not use the
number of X organization.”

A WOMAN’S BEST WORK
“You do not have to preach honesty to a
woman who is in love with her work. Let a
woman throw all the energies of her soul into
the making or doing of something, and a
kind of divine instinct will take care of her
honesty. Such a worker will not slight her
task or adulterate her product; not because
others say she shouldn’t, but because her own
passion will not let her.” Adopted from P. S.
Ink, August 1963.

Government economists are now telling us
that a balanced budget would lead to increased
unemployment and general economic decline.
They say this would happen whether we re
duce Federal expenditures to meet tax collec
tions, or increased taxes to meet expenditures.
* * * The same Government economists say
balancing the budget is still a goal, but to
balance it any time soon would make us poor
because there would be no Federal deficit to
make us rich. * * * And to make us richer
faster, they think the Government should create
bigger deficits by spending more and cutting
taxes at the same time. * * * These ideas
don’t sound like men looking for new frontiers.
They sound like Rip Van Winkle. These econo
mists must have been taking a long nap. If
their theory were valid, we have already had
enough deficits to make us all rich and em
ployed before now.
—Senator Harry F. Byrd

GIFT RECEIVED FROM IDA S. BROO
Ida S. Broo, founder of ASWA and honorary
member of AWSCPA, recently furnished us
with three bound volumes of THE WOMAN
CPA.
The first volume begins with Volume 1,
Number 1, dated December 1, 1937, and the
last volume ends with Volume 9, Number 1,
dated December 1946. These volumes are
being placed in our national headquarters
office, where copies of subsequent issues are
filed, and will become increasingly valuable
as our societies grow and expand their activi
ties. Future issues will contain references to
the contents of earlier copies of this publication
which began with two mimeographed sheets
edited by Mary C. Gildea, CPA, of Chicago.
Our sincere thanks to Mrs. Broo for making
these bound volumes available to us.
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